
















































































































































































 Alan C. 
Young & Associates, P.C. 
CERTIFIED PUBLIC ACCOUNTANTS AND CONSULTANTS 

(313) 873-7500 
(313) 873-7502 (Fax) 
www.alancyoung.com 

2990 W. Grand Blvd., Suite 310 
Detroit, MI 48202 

 
November 15, 2007 
 
 
 
To the Board of Directors of 
School District of the City of Highland Park 
Highland Park, Michigan 
 
 
In planning and performing our audit of the basic financial statements of the School District of 
the City of Highland Park (the District) for the year ended June 30, 2007, we considered the 
District’s internal control structure to determine our auditing procedures for the purpose of 
expressing an opinion on the basic financial statements and not to provide assurance on the 
internal control structure. 
 
However, during our audit we became aware of several matters that are opportunities for 
strengthening internal controls and operating efficiency.  Exhibit A, which accompanies this 
letter, summarizes our comments and suggestions regarding those matters.  This letter does not 
affect our report dated November 15, 2007, on the financial statements of the District. 
 
We will review the status of these comments during our next audit engagement.  We have 
already discussed many of these comments and suggestions with various District personnel, 
and we will be pleased to discuss them in further detail at your convenience, to perform any 
additional study of these matters, or to assist you in implementing the recommendations. 
 
Sincerely, 
 
 
 
 
Alan C. Young & Associates, P.C. 
Certified Public Accountants



EXHIBIT A 

 
1) UNDER STAFFED ACCOUNTING DEPARTMENT 

 
Based upon our observations during the audit, it is our opinion that the School District’s 
accounting department is currently understaffed.  As a result, certain accounting duties 
have been seriously neglected and current processing of accounting transactions does 
not occur. Timely financial statements are critical to enable effective management for the 
School District. 

We recommend that the District consider hiring an additional full or part – time employee 
to assist in the accounting function and accounting processes be brought up to date and 
kept on a current basis. 
 

2) COMINGLING OF FUNDS 
 
During the course of our audit, we noted that certain District Debt Service and Capital 
Project funds had interfund receivable balances ranging from approximately $2,000 to 
$100,000.  
 
We strongly suggest that due to the nature of these funds, the District should not transfer 
monies from these funds to finance other District activities. 
 

3) COORDINATION BETWEEN GRANT COORDINATOR AND MANAGEMENT 
 
We noted that there was lack of coordination between the personnel in charge of various 
grants and the business office management related to grant expenditures, compliance 
and budgeting. 

 
We recommend the District develop procedures to ensure better coordination between 
the grant coordinator and business office management related to operation of the grants.  

 
4) EMPLOYEE DISHONESTY BOND 

 
During our audit procedures we noted that the employee dishonesty coverage is 
$100,000. 

 
The cost of maintaining internal controls sufficient to prevent all losses from employee 
dishonesty is prohibitive.  With the size of the District’s operation, and the amount of  
money involved, we recommend the District strongly consider increasing its current 
coverage amount of $100,000. 



EXHIBIT A 
(Continued) 

5) INTERNET SECURITY 
 
During our audit we noted that the security over the District’s internet appears to be 
weak.  
 
In order to reduce the risk of access to computer files by unauthorized personnel, we 
recommend the District to set up passwords to restrict unauthorized access.  In order to 
enhance controls in this area the passwords need to be changed on a regular basis. 
 

6) DISASTER RECOVERY PLAN 
 
Although the District has a written disaster recovery plan and backups of accounting 
system performed, we noted that the back up for accounting records is kept within the 
district premises.  In the event of a disaster these accounting records would be lost and 
could lead to potential problems.  
 
We recommend the district to include in their disaster recovery plan the location of, and 
access to, off-site storage, a listing of all data files that would have to be obtained from 
the off-site storage location and priority of critical applications and reporting 
requirements during the emergency period. 
 

7) PAYROLL ADVANCE 
 
During our audit we became aware that amounts paid to contractual employees in prior 
year and the amounts reflected on their W-2/1099s were incorrect. Payments were 
made to the employees through Accounts Payable instead of payroll and were not 
accurately reported on their W-2/1099s. 
 
We recommend the District to issue the contractors 1099s for the full amount to reflect 
the correct earnings made by those employees during the year. This is also required to 
avoid any penalties from the IRS as well as for the true reflection of payroll. 
 

8) DEFICIT IN FUND BALANCE 
 

It was noted during our audit that Highland Park School District had a negative change in 
their fund balance. We strongly recommend that management and the board evaluate 
the reasons why this condition has occurred.  Future plans and budgets should then be 
developed to produce a plan to avoid continuing deficits. Please be aware that 
continuation of these negative financial results can impact the type of audit opinion that 
can be issued in the future. This situation is critical and may very well impact the future 
ability of Highland Park School District to conduct its affairs in the manner it is 
accustomed to. 
 

9) NEW INTERPRETATION OF DEFERRED COMPENSATION RULES 
 

In August of 2007, the IRS issued new questions and answers related to deferred 
compensation which can affect teachers and similar employees. 
 
Under the IRS issued rule when employees elect to defer part of their compensation to a 
future year, they are generally subject to the rules applicable to deferred compensation. 
Proper procedures need to be followed to avoid additional tax of 20 percent. In order to 
avoid additional taxes, the employees must give a written or electronic election to notify 
the employer regarding the spread out of compensation. This election must be provided 
before the start of the school year and must be irrevocable. The election must state how 
the compensation is going to be paid. These rules will be in effect for 2008-09 school 
year. 



EXHIBIT A 
(Continued) 

 
10) NEW AUDITING STANDARDS 

  
Recently 10 new auditing standards have been released and will become effective over 
the District’s next two fiscal years. In reviewing the new standards, we do not believe, 
they will have a significant impact on our overall audit approach. The trend is to perform 
audit procedures utilizing more of a risk based approach. 

 
The AICPA has issued eight statements commonly referred to as the Risk Assessment 
Standards to improve the quality and effectiveness of audits.  The new standards will 
result in an overall increased work effort by the auditors as they require auditors to obtain 
 a more in-depth understanding of the District’s operations and control environment and a 
more rigorous assessment of the risk of material misstatement of the financial 
statements. 

 
11) EXPENSES IN EXCESS OF BUDGET 

 
For the year ended June 30, 2007, the District’s expenses exceeded the final 
budgeted level for instructional staff and support services. The District’s total 
expenditures also exceeded total budgeted expenditures. Expenditures in excess of 
amounts budgeted are a violation of Michigan law. 
 
We recommend that the School District improve their efforts to match their budgets 
with the appropriate expenditure areas.   

 


